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I.
Introduction:
The role of foreign direct investment (FDI) inflow in the economic growth of host countries has been studied extensively. While majority of studies reveal a positive effect of FDI on host country economic growth, the debate is still far from over. Empirical However, other studies failed to find any positive effect of FDI on economic growth (Borensztein et al. 1998) . In a metadata analysis of the FDI spillover, Havranek and Irsova (2011) found that the spillover effect of FDI in local economic is smaller than projected by most of the papers. Examining the firm level data from Venezuela, Aitken and Harrison (1999) doubts the spillover theory by finding that FDI inflow does have a positive but very small effect on the FDI receiving firm while a negative effect on the productivity of domestically owned firms.
The relationship between FDI and economic growth has been explored from many aspects. Studies reveal that the relationship between FDI and host country economic growth is dependent up on many other relevant factors and variations in these factors substantially alter the relationship.
Trade volume is considered one of the most important factors affecting the role FDI in economic growth in the host country. Examining a cross sectional data of 46 developing countries Balasubramanyam et al. (1996) conclude that the growth effect of FDI inflow is greater for export promoting countries as compared to the import substituting countries. In a metadata analysis Havranek and Irsova (2011) found that countries more open to international trade receive greater FDI spillover than others.
Other studies reveal the importance of many relevant factors in determining the FDIhost country economic growth relationships. For example Borensztein et al. (1998) found that FDI is an important factor for technology transfer and economic growth.
However, the growth enhancing effect takes place only when the host country has an absorptive capacity in terms of minimum threshold of human capital. Examining data 
II. Data:
In this section, the data about all the variables used in the paper is described. 
III. Methodology:
In The variable M2 is used because it is easily available for the large sample of countries used in the paper. The in the model (1) 
H1: COV ( ) ≠0 (βRE is inconsistent and βFE is consistent)
Based on the hausman test I chose the appropriate model to estimate the equation (1).
The Role of Natural Resources:
The purpose of the paper is to examine the impact of the natural resource abundance on the FDI-Economic growth relationship. Natural resource abundance is considered to be changing the pattern of FDI the country attracts in favor of resource sector. The phenomenon of resource curse explains that the countries with the larger resource sector tend to grow slower than other countries. Therefore, FDI inflow by expanding the resource sector is expected to slow down the economic growth in the host country.
Therefore, the presence of a larger resource sector is expected to cause the FDI inflow to affect the overall economic growth negatively or at least decrease any possible FDI induced growth effect.
In order to capture the role of natural resources in altering the FDI, growth relationship, a modified model is estimated that include the variable natural resources and an interaction term between the natural resources and FDI.
( ) ( )
In order to estimate the appropriate model again the Hausman test for specification is estimated and I choose the best model between the fixed effect and random effect model based on the results from the following hypothesis.
Hypothesis:
Ho: COV ( ) =0 (βRE is consistent and efficient and βFE is consistent but inefficient)
H1: COV ( ) ≠0 (βRE is inconsistent and βFE is consistent)
IV. Analysis of Results:
In order to choose the appropriate model for estimation of equation (1), the hausman test for specification is estimated. The results from hausman tests are below.
Based on the above test at 5% confidence interval we can reject the null hypothesis and therefore choose to estimate the fixed effect model based on equation (1) 
CORR(U_I, XB)
-0.9597
Note: The regression has a constant term. FDI is log of net inflow of FDI as a percent of GDP, initial GDP is log of initial GDP, and schooling is log (1+ average number of secondary school years), inflation is log (1+inflation rate), money supply is log of ratio of M2 and GDP, Government consumption expenditure is log of the ratio of government consumption expenditure and GDP, trade volume is the log of ratio of trade volume and GDP and investment is the log of ratio of gross private investment and GDP.
Equation (2) is estimated with an interaction term between FDI and NR in order to estimate the role of natural resources in economic growth and to estimate how much change does one standard deviation increase in the natural resources brings about in the economic growth of a country that is attracting average amount of FDI. Moreover, to find out how much change does an increase in FDI bring about in the growth rate given that the country has a certain amount of natural resources?
The following hausman test for specification is estimated again to choose the appropriate model for estimation of equation (2) .
From the test results above we can reject the null hypothesis and choose to estimate the fixed effect model for equation (2) . Results of the fixed effect model are given in the table III below. 
CORR(U_I, XB) -0.9779
Note: The regression has a constant term. Natural resources (NR) is the log of share of natural resources export (fuels plus ore and metal) in the total goods export.
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The natural resource coefficient , so in case the FDI inflow is zero, the coefficient of natural resource is negative and significant. In the absence of FDI inflow the natural resource contributes negatively to the economic growth of the country. This . The P-value is less than 0.05 therefore, the term is concluded to be statistically significant.
In this case of mean natural resources the impact of FDI inflow on the host country economic growth is still positive however smaller than the impact the FDI inflow had on economic growth without controlling for natural resources. Which is an evidence of the fact that the FDI inflow into the resource sector causes slower growth in the overall economy compare to the inflow of FDI in the non-resource sector.
Endogeneity Issues: 14 The issues of endogeneity has not been discussed until now in the paper. 
V. Conclusion:
The more from the inflow of FDI. Natural resources is one of the reasons firms take into consideration while moving into a country and countries with natural resources in abundance do attract large amount of FDI. However, natural resources and growth in the natural resource sector is considered to be negatively associated with growth in the non-resource sector and an overall slower growth economic growth.
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The paper examined the impact of FDI inflow and natural resource abundance on the economic growth. Further, the paper focused on the impact of FDI on economic growth of the host country while controlling for the natural resource sector. The paper conclude that the FDI inflow accelerates economic growth in the host country.
However, the natural resource abundance in the country slows down the FDI induced economic growth. The same results are confirmed after controlling for endogeneity of FDI.
